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DISCOUNT  HOUSES. 


London,  February  14^A,  1860. 

Within  the  last  fortnight,  general  attention  has  been 
drawn  to  the  course  at  present  pursued  by  the  Bank 
of  England,  whereby  the  Discount  Houses  of  London 
are  denied  the  privilege  of  deriving  advantage,  with 
the  rest  of  the  public,  from  whatever  funds  tliat 
Institution  may  have  to  employ  in  the  discount  of 
Bills  of  Exchange. 

This  measure,  adopted  after  the  panic  of  1857, 
was  intended  to  relieve  our  commerce  in  some  degree 
from  the  recurrence  of  so  violent  a convulsion  as 
liad  then  been  witnessed,  by  restricting  the  operations 
of  those  who  were  supposed  to  be  among  the  chief 
supporters  of  excessive  speculation. 

It  is  remarkable,  however,  that,  since  the  new  rule 
came  into  practice,  the  whole  machinery  of  the  money 
market  has  been  subject  to  a succession  of  jerks 
never  before  experienced;  reaching  such  a dangerous 
pitch  in  April,  1859,  and  January  of  this  year,  that 
men  found  themselves  abruptly  encountered  by  actual 
panic,  at  periods  when  they  were  congratulating 
themselves  on  the  almost  unparalleled  soundness  of 
the  trade  of  the  country. 

Failing  to  discover  elsewhere  the  cause  for  these 
sudden  alarms,  all,  at  length,  were  induced  to  suspect 
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that  it  lay  in  the  newly  organized  crusade  of  the 
Ban  iv  against  the  money  dealers.  And  on  exami- 
iiatijn,  "there  appear  to  be  very  good  grounds  for 
attr  buting  some  blame  to  that  quarter,  however  well- 
inte  itioned  the  alteration  of  system  may  have  been 
at  the  outset. 

I j can  be  explained  in  a very  few  words  how  the 
exclusion  of  the  class  named  allects  not  them  alone, 
but  the  whole  public: — 

I I every  branch  of  our  extended  commerce  it  was 
loin  ago  found  indispensable  to  facilitate  speedy 
communication  betw-een  buyers  and  sellers  by  the 
establishment  of  middle-men  or  brokers.  These 
mei , constantly  moving  aliout,  make  it  their  business 
to  1 ecome  acquainted  wdth  the  requirements  of  both 
par  ies,  and  are  able  to  adapt  them  to  each  other 
with  greater  mutual  advantage  than  could  otherwise 
be  iccomplished.  But  in  this  way,  a broker’s  re- 
qui:“ements  are  not  really  his  own,  but  those  of  the 
public  who  find  it  expedient  to  transact  their  business 
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tugh  him. 

md  so  it  is  with  the  money  broker:  he  merely 
s with  Bills  instead  of  produce  or  manufactured 
Is,  and  under  ordinary  circumstances  is  able  to 
:e  the  daily  financial  supplies  and  demands  of  his 
'ous  customers  balance  pretty  evenly,  wdiile  at  the 
e time  rates  are  to  a great  extent  equalized  by 
intervention. 

t is  clear,  however,  that  in  no  market  can  supply 
demand  be  expected  to  keep  pace  with  each  other 
iriably,  and  when  any  temporary  derangement  of 
course  of  money  does  occur,  the  public  look 
uraliy  to  such  an  Institution  as  the  Bank  of 
^land  to  assist  in  simplifying  matt('rs  as  far  as  is 
sistcnt  with  their  own  convenience  and  safety. 

Po  a certain  extent  the  Bank  Directors  respond 
;his  feeling  by  affording  what  accommodation  they 
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can  to  merchants  who  apply  to  them  in  person  ; but 
they  refuse  at  present  to  extend  their  favours  to  the 
money  agents  or  brokers,  and  as  these  are  tound  to 
be  a most  necessary  link  of  the  trading  community 
ill  the  manner  before  described,  the  prohibition  which 
affects  them  in  the  first  place,  is  immediately  felt  by 
all  whom  it  suits  to  employ  them.  It  is  urged  that 
an  alteration  of  the  system,  if  practicable,  would  be 
attended  with  very  great  benefit  to  all.  How  may 
this  be  done  with  satisfaction  to  every  one? 

Of  the  very  large  number  of  persons  interested  in 
the  question,  few,  perhaps,  have  given  it  serious 
attention,  except  wdieii  immediately  infiuenced  by 
some  such  spasmodic  dislocations  oi  the  money 
market  as  those  which  occurred  at  the  seasons  before 
alluded  to  ; and  to  prevent  the  matter,  if  possible, 
from  being  allowed  to  slumber,  it  is  now  proposed  to 
bring  the  whole  circumstances  ot  the  case  before  the 
notice  of  those  whom  it  concerns,  commencing  with 
the  reasons  assigned  by  the  Bank  Directors  ior  the 

necessity  of  the  restriction. 

1st. It  was  said  that  the  Bank  must  for  the 

future  be  guarded  from  liability  to  unlimited  claims 

of  assistance  in  times  ot  difiiculty. 

So  far,  so  good.  No  Bank  as  at  present  constituted 
can  possibly  be  expected  to  promise  an  unlimited 
amount  of  aid  to  any  one ; and  the  money  dealers, 
whom  specially  the  new  order  of  tilings  was  intended 
to  control,  admit  in  toto  the  soundness  of  this 

principle. 

2nd. It  was  said  that  it  Vvunild  tend  to  check 

speculation,  which  the  Discount  Houses  had  been 

chiefly  instrumental  in  nursing. 

Kow,  has  it  this  cftect?  Possibly,  to  a slight 
extent,  but  onlij  slightly,  if  at  all.  _ As  to  the  first 
part  of  the  question,  men  who  are  inclined  to  push 
speculation  to  perilous  lengths  will  continue  to 
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indi  Ige  their  taste  somehow,  whether  Discount  Houses  > 

exisD  or  not.  And  as  to  the  second  part,  there  are 
two  points  to  he  considered,  viz. : uncovered  advances 
made  to  the  dealers,  and  those  secured  hy  Bills. 

1 1 the  former  case,  no  doubt,  a money  dealer  has 
the  opportunity,  if  he  be  foolish  enough,  of  encou- 
raging speculation  to  the  extent  of  the  average 
amount  of  deposits  he  may  always  have  at  command, 
sine  3 he  has  no  occasion  to  show  to  his  depositors 
the  lature  of  the  investments  in  which  he  has  risked 
thei capital  ; but  even  then  he  knows  that  his  own 
money  must  go  first,  and,  consequently,  will  not 
choc  se  to  become  the  reckless  man  that  some  ere  this 
have  supposed  him  to  be.  In  the  second  case,  viz., 
whe  ’e  he  makes  a practice  of  handing  security  to 
thos3  who  lodge  money  Avith  him,  speculation  can 
hare  ly  look  to  him  for  support,  provided  his  depo- 
sitois  exercise  only  an  ordinary  amount  of  caution. 

To  jay  nothing  of  his  own  responsibility,  he  cannot 
expect  Bankers  or  other  capitalists,  (still  less  the 
Ban  e of  England,  Avliere  a most  rigid  system  of  re- 
cord is  kept  up,)  to  take  from  him  as  security  any 
Billj,  save  those  Avhich  are  either  knoAvn  by  the 
takers  to  be  undoubtedly  good,  or  Avhich  he,  the  bor- 
row(  r,  can  satisfixctorily  explain  to  be  based  on  legi- 
timate and  safe  transactions. 

It  he  havm  large  means  of  his  OAvn  and  choose  to 
lock  up  a portion  of  them  in  dangerous  risks,  that 
is  a separate  question  altogether,  and  has  nothing 
to  (.0  Avith  the  matter  noAV  before  us,  i.  e.  the 
propriety  of  the  Bank’s  discounting  for  him  Bills 
that  would  be  deemed  good  if  presented  by  any 
othe  ’ party. 

Fi’oni  avoAved  reasons  Ave  Avill  noAv  go  to  supposed 
reasons. 

Seme  persons  liaxm  remarked  that  the  Bank  of 
England  may  Avish  to  monopolize  the  Discount  busi- 
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^ ness  of  London.  This  is  simply  absurd.  No  Banker 

Avould  adopt  so  dangerous  a policy : he  must  divide 
his  risks  in  the  same  Avay  that  any  other  man  must, 
and,  conscious  of  this,  is  rarelv  anxious  to  transact  the 
Avhole  business  of  even  his  OAvn  regular  customers. 

In  other  quarters  it  is  said  that  the  Bank  looks 
upon  the  broker  as  a rival.  If  so,  it  is  altogether  a 
false  impression. 

Rivalry  must  be  looked  lor  among  those  A\dio  ope- 
rate, as  nearly  as  possible,  in  the  same  manner  as  the 
Bank  itself,  and  Avill  be  found  principally  among  the 
other  Joint  Stock  Banks,  into  aaLosc  hands  the  pre- 
sent system  is  daily  putting  fresh  poAver.  To  do  the 
latter  justice,  hoAA^ever,  it  must  here  be  stated  that 
their  jManagers  and  Directors,  almost  without  excep- 
tion, are  liberal  enough  to  overlook  their  own  pecu- 
liar interests  in  this  instance,  and  advocate  a relax- 
ation of  the  objectionable  restrictions  now  in  force. 

Assuming  that  the  foregoing  vieAvs  are  tolerably 
correct,  and  that  the  monev  dealers  have,  after  all, 
neither  the  Avill  nor  the  power  to  concoct  all  kinds  of 
imaginable  mischief,  it  remains  finally  to  ask — What 
course  can  be  adopted  by  the  Bank  that  Avill  be 
satisfactory  and  advantageous  to  all  ? 

Let  the  Directors  make  with  the  London  Houses 
an  arrangement  similar  to  that  AAdiich  is  found  to 
AAwk  well  elsewhere,  viz.,  convert  them  into  regular 
customers  by  fixing  a minimum  and  maximum 
amount  to  be  ahvays  kept  open  at  a certain  rate  of 
interest,  with  the  plain  understanding  that  they  are 
not  at  any  time  to  expect  accommodation  beyond  the 
prescribed  limits  as  a right,  and  that  if  they  have 
occasion,  at  any  time,  to  apply  for  a further  tempo- 
rary advance,  the  granting  of  such  additional  supply 
must  depend  entirely  upon  Avhether  it  is  quite  con- 
venient to  the  Bank  to  do  so. 


If  this  can  be  carried  out, 

The  Bank  will  ncqnire  a fresh  regular  supply  of 
g(  od  business,  overcoming  thereby  the  objection 
tl  at  formerly  the  money  dealers  only  appeared  in 
T ireadneedle-street,  when  not  wanted  : 

A very  large  portion  of  the  public  will  feel  re- 
assured from  the  knoAvledge  that  they  are  not  totally 
e::cluded  from  the  Bank,  solely  in  consequence  of  its 
b(‘ing  inconvenient  for  them  to  keep  direct  accounts 
tl  ere.  The  Broker  will  be  satisfied  with  the  amount 
of  consideration  shown  him,  and  will,  with  the  aid  ot 
tl  e reserves  which  he  will  still  continue  to  keep,  be 
enabled  to  transact  the  business  of  his  customers 

with  far  less  anxiety  : and 

The  mere  feeling  that  w^e  have  an  establishment 
b3th  able  and  willing  to  assist,  in  times  when  rather 
greater  facilities  are  required  than  usual,  will  tend 
immediately  to  allay  the  distrust  which  now  springs 
up  on  each  occasion  of  an  increased  demand  for 
n oney,  however  slight,  however  easily  accounted 
for,  of  however  short  duration  that  extra  demand 
n.ay  be. 

Quiet  reigns  at  present,  but  let  no  one  be  deceived 
by  the  speedy  subsidence  of  the  late  stringency,  for 
rnless  some  decided  alteration  be  made,  the  state  of 
t lings  which  alarmed  us  so  recently  will  frequently 
r3-occur,  and  may  one  day  be  the  cause  of  grievous 
£ nd  wide-spread  disaster. 


Richardson  Brothers,  Printers,  23,  Corwhill,  E.  C. 
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